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JOINT MOTION BY PACIFICORP AND DIVISION OF 

RATEPAYER ADVOCATES FOR ADOPTION OF 

SETTLEMENT AGREEMENT ON REVENUE 

REQUIREMENT ISSUES 

 
Pursuant to Rule 51.1 of the Commission’s Rules of Practice and 

Procedure, PacifiCorp and the Division of Ratepayer Advocates (“DRA”), collectively, 

the “Moving Parties,” submit this joint motion for approval and adoption of the July 7, 

2006, “Settlement Agreement Between PacifiCorp and Division of Ratepayer Advocates 

on Revenue Requirement Issues” (“Settlement Agreement”), which is attached hereto as 

Exhibit A. 

The Settlement Agreement represents a compromise by the Moving Parties 

on all issues in this proceeding relating to test year revenues, expenses, ratebase, capital 

structure, return on equity, multi-state cost allocations, and attrition year mechanisms.  
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The Moving Parties respectfully submit that the Settlement Agreement is reasonable in 

light of the whole record, consistent with the law, and in the public interest. 

I. BACKGROUND 

PacifiCorp is an investor-owned public utility engaged in the business of 

generating, transmitting, and distributing electric energy in portions of northern 

California and in the states of Oregon, Utah, Washington, Idaho, and Wyoming.  

PacifiCorp provides retail electric service in California to customers in Siskiyou, Modoc, 

Del Norte, and Shasta counties. 

On November 29, 2005, PacifiCorp filed its application in this proceeding 

seeking a general increase in rates and authority to implement an energy cost adjustment 

mechanism (“ECAC”) and a post-test year adjustment mechanism (“PTAM”).  The 

application requested an overall revenue requirement increase of $11.0 million to provide 

PacifiCorp with a reasonable opportunity to earn a return on equity of 11.8%, with an 

effective date of January 1, 2007.  The amount of the increase requested by PacifiCorp 

assumed the impending expiration of certain long-term contracts with water pumping 

customers in the Klamath River Basin and an intervening, pre-test year transition of those 

customers to generally-applicable irrigation rates. 

Protests to the application were filed by DRA and the Klamath Basin Water 

Users Protective Association or Klamath Water Users Association (“KWUA”).  In 

addition, appearances were entered by several other parties including, among others, the 

Bureau of Reclamation and U.S. Fish and Wildlife Service of the U.S. Department of 

Interior, the County of Siskiyou, the California Farm Bureau Federation, the Western 
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Manufactured Housing Community Association, Roseburg Forest Products, the Hoopa 

Valley Tribe, the Pacific Coast Federation of Fishermen’s Association, and the Oregon 

Natural Resources Council. 

A prehearing conference was held on January 30, 2006, followed by the 

issuance of a scoping ruling on February 6, 2006, which identified the following issues 

for resolution in this proceeding: (1) irrigation rates within the Klamath Irrigation Project; 

(2) test year revenues, expenses, ratebase, capital structure, return on equity, and rate 

design; (3) master meter rates and master meter bill calculations; (4) multi-state cost 

allocations; and (5) attrition year mechanisms. 

By D.06-04-034, the Commission determined, as an initial matter, that the 

Klamath River Basin contract customers should be transitioned to generally-applicable 

irrigation rates over a four-year period, rather than on the flash-cut basis assumed by 

PacifiCorp’s application.  In response to that determination, PacifiCorp submitted, on 

May 5, 2006, “Supplemental Testimony and Exhibits” revising the revenue requirement 

increase that would be needed to achieve PacifiCorp’s target return on equity and, also, to 

make other, offsetting adjustments that were appropriate or required as the result of the 

acquisition of PacifiCorp by MidAmerican Energy Holdings Company, as approved by 

D.06-02-033.  The revisions identified in the Supplemental Testimony and Exhibits 

increased the revenue requirement justified by the showing in the application from $11.0 

million to $12.8 million. 

In accordance with the adopted schedule in this proceeding, DRA 

submitted, in June 2006, its Report on Results of Examination and Report on the Results 



 

 
-4-

 

of Operations for PacifiCorp’s General Rate Case.  In those reports, DRA recommended 

a revenue requirement increase of $3.4 million based on a number of adjustments to 

PacifiCorp’s requested revenue requirement.  No other party submitted any 

recommendations or testimony on PacifiCorp’s results of operations.1 

On June 29, 2006, PacifiCorp and DRA met to address the issues raised by 

DRA’s reports and, following discussions, reached a verbal agreement resolving all 

revenue requirement issues, including test year revenues, expenses, ratebase, capital 

structure, return on equity, multi-state cost allocations, and attrition year mechanisms. 

All other parties were notified late in the afternoon of that same day that 

PacifiCorp and DRA had reached a settlement on these issues and were invited to 

participate in a settlement conference to be held on July 7, 2006, in San Francisco.  The 

parties were informed that a conference bridge was being set up so that they could 

participate by telephone if they were unable to attend in person.  Parties participating in 

the settlement conference included: PacifiCorp, the Division of Ratepayer Advocates, 

California Farm Bureau Federation, County of Siskiyou, Klamath Water Users 

Association, Western Manufactured Housing Community Association.  Following the 

settlement conference, PacifiCorp and DRA finalized and signed the Settlement 

Agreement. 

                                              
1 DRA served its Report on Marginal Cost, Revenue Allocation and Rate Design on June 
23, 2006, as did the Department of Interior and the Klamath Water Users Association.  
Issues related to marginal cost, rate design and revenue allocation are not resolved by this 
proposed settlement. 
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II. SUMMARY OF SETTLEMENT AGREEMENT 

As noted above, the Settlement Agreement constitutes a compromise on all 

issues in this proceeding relating to test year revenues, expenses, ratebase, capital 

structure, return on equity, multi-state cost allocations, and attrition year mechanisms.  

Pursuant to the Settlement Agreement, PacifiCorp’s revenue requirement increase would 

be $7.3 million or approximately 57% of the $12.8 million amount supported by 

PacifiCorp’s Supplemental Testimony and Exhibits.  The increase is designed to produce 

an overall return on adjusted ratebase at PacifiCorp’s currently-authorized level of 

8.53%, assuming a return on equity of 10.6% and a capital structure composed of 50% 

equity, 1% preferred stock, and 49% debt, which approximates PacifiCorp’s actual 

capital structure. 

The single largest adjustment agreed to by the Moving Parties is the rate of 

return, which reflects a decrease from PacifiCorp’s proposed return on equity of 11.8% 

and a 52.8% equity ratio.  This adjustment reduces the revenue requirement by $2.7 

million, which is about 60% of the adjustment initially proposed by DRA. 

A large adjustment, $800,000, results from a compromise on reductions to 

electric plant in service.  The total plant-in-service adjustment originally proposed by 

DRA was $3.3 million.  However, a portion of this proposed adjustment was based on the 

removal of PacifiCorp’s Lakeside power plant, which is under construction and 

scheduled to go into commercial operation in the Spring of 2007, well within the test 

year.  PacifiCorp foresees no significant delays in bringing this plant on line.  
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Accordingly, DRA’s proposed adjustment was rejected by PacifiCorp, but the Moving 

Parties reached an overall compromise resulting in an $800,000 adjustment. 

Other proposed adjustments were accepted by PacifiCorp as appropriate or, 

in several cases, were accepted, in whole or in part, in order to reach a compromise on the 

revenue requirement.  These include: capitalization of Lakeside overhaul expenses, which 

results in a $29,000 adjustment; a $99,000 adjustment to miscellaneous distribution and 

transmission costs; a $127,000 reduction in pension and benefits expenses; removal of 

the Cottonwood coal lease from plant held for future use, which is a net $18,000 

reduction; a $47,000 reduction to reflect a change in treatment of fuel stock costs, which 

PacifiCorp had included in ratebase but which, instead, will be recovered through the 

ECAC; a $49,000 weatherization program adjustment; a $132,000 adjustment to reflect 

potential reductions of corporate overhead costs as agreed to in connection with the 

Commission’s approval of the acquisition of PacifiCorp by MEHC; a $53,000 capital 

stock expense adjustment; and adjustments in the amount of $200,000 that are attributed 

to PacifiCorp’s rebasing initiative. 

In addition, PacifiCorp proposed, as part of the over-all compromise, a $1.2 

million reduction in revenue requirement to provide PacifiCorp with an incentive to 

identify and implement efficiency improvements. 

A comparison table summarizing PacifiCorp’s and DRA’s positions on 

results of operations is set forth in Appendix A of the Settlement Agreement. 

Aside from reaching a compromise on the foregoing test-year revenue 

requirement items, PacifiCorp and DRA agree that PacifiCorp, like other electric public 
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utilities should be permitted to implement an ECAC mechanism and a PTAM.  In 

PacifiCorp’s view, the compromises reached on these proposals played a key part in 

allowing the settlement to be reached as they will provide PacifiCorp with means to a 

continued opportunity to earn its authorized return and maintain its credit rating during 

the present, multi-year period of infrastructure and resource development. 

Under the agreed-upon ECAC mechanism, rates for net power costs will be 

unbundled from other rates, and net power costs will be collected through a billing factor 

multiplied by customers’ monthly energy usage.  Energy costs and revenues subject to 

the ECAC will be accounted for in a balancing account, with applicable billing factors 

and any amortization factors for excess or under collections being established annually.  

The ECAC is based on the proposal set forth in PacifiCorp’s application Exhibits 

PPL/500 and PPL/1300, with the adjustments recommended by DRA in Chapter 4 of its 

Report on the Results of Operations.  The Moving Parties note, however, that DRA’s 

concerns with PacifiCorp’s GRID simulation model have been resolved and DRA is 

satisfied that PacificCorp’s continued use of the model is acceptable. 

The Moving Parties agree that PacifiCorp’s PTAM proposal will not be 

adopted.  Instead, PacifiCorp will be permitted to implement the post test year adjustment 

mechanism described in Chapter 11 of DRA’s Report on the Results of Operations, with 

three changes: (i) the attrition factor for 2008 will be based the September 2007 Global 

Insight “U.S. Economic Outlook” forecast of CPI for 2008, with an off-setting 

productivity factor of 0.5%; (ii) the attrition factor for 2009 will be based the September 

2008 Global Insight “U.S. Economic Outlook” forecast of CPI for 2009, also with an off-
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setting productivity factor of 0.5%; and (iii) PacifiCorp will be permitted to obtain 

recovery of costs relating to major plant additions that are placed in service after January 

1, 2008.  For purposes of the PTAM, a “major plant addition” will be deemed to include 

any capital addition to plant-in-service that exceeds $50 million on a total-company basis. 

Finally, the Moving Parties have agreed to a method for recovery of the 

shortfall in PacifiCorp’s revenue requirement that will result from the transition of 

Klamath Project Customers to generally-applicable rates (the shortfall occurs beginning 

April 2006 through the effective date of the new rates in this case and is projected to be 

approximately $2.4 million).  Under this agreed-upon method, PacifiCorp will keep the 

additional revenues resulting from future transition period increases to the Project 

Customers and will not make any concommitant reductions in other customers’ rates.  

Effectively, PacifiCorp will forgo recovery of costs through the Commission-authorized 

Memorandum Account in return for keeping any additional revenue received from 

Project Customers pursuant to price changes occurring in accordance with the transition 

plan approved by D.06-04-034.  Under this approach, PacifiCorp assumes the risk of load 

variability, but is willing to accept this risk in exchange for the administrative ease 

associated with this approach, which eliminates the need for continual tracking and 

auditing of the Memorandum Account.  Appendix C to the Settlement Agreement 

illustrates how this approach is expected to work and shows an anticipated ending 

balance resulting in a roughly neutral outcome.  PacifiCorp does, however, reserve the 

right to request recovery, through its generally-applicable tariff rates, of the amount of 
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any credits related to its California jurisdiction that are approved by the Commission to 

reflect alleged benefits resulting from the operations of Project Customers. 

III. THE COMMISSION SHOULD APPROVE THE SETTLEMENT 

AGREEMENT 

The Commission’s policy favoring settlements is well-established.  As 

noted by the Commission, “The policy favoring settlements is intended to reduce the 

expense of litigation to ratepayers, conserve scarce Commission resources, and allow the 

Settling Parties to avoid the risk that a litigated resolution will produce unacceptable 

results.”2  Indeed, the potential efficiency benefits, alone, that would result from settling 

the instant proceeding are significant because, notwithstanding the relatively small size of 

PacifiCorp’s California operations compared to its over-all operations, the efforts that 

must be undertaken by DRA and PacifiCorp to continue to fully litigate this rate case are 

similar to those that would be undertaken for other much larger (jurisdictionally-

speaking) California electric public utilities; yet, the base of customers who, ultimately, 

must bear the cost of such litigation is very small. 

Under the Commission’s rules, a settlement such as that proposed here may 

be approved if it is “reasonable in light of the whole record, consistent with law, and in 

the public interest.”  Factors to be considered are whether the settlement reflects the 

relative risks and costs of litigation, whether it fairly and reasonably resolves the disputed 

issues and conserves public and private resources, and whether it falls within the realm of 

possible outcomes if the matter had gone to trial. 

                                              
2 Re Southern California Edison Co. (1998) 78 CPUC 2d 507, 511. 
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The Moving Parties submit that the Settlement Agreement represents a fair 

compromise of the revenue requirement issues in this proceeding and fully satisfies the 

Commission’s standard for settlement approval.  Each of the factors considered supports 

approval of this settlement. 

The settled revenue requirement falls well within the range of possible 

outcomes of litigation, being at the approximate mid-point between PacifiCorp’s and 

DRA’s proposals.  Notably, the adopted return on equity is below the levels recently 

approved by D.05-12-043 for Pacific Gas and Electric Company, Southern California 

Edison Company, and San Diego Gas & Electric Company, and the adopted capital 

structure includes a common equity component that is slightly lower, proportionally, than 

PacifiCorp’ actual common equity ratio.  Moreover, the combination of adopted 

adjustments on known items and the inclusion of a $1.2 million adjustment for potential, 

unidentified, company-wide efficiency gains helps ensure that the result is fair and 

reasonable to ratepayers.  

The adoption of an ECAC and the PTAM will benefit both PacifiCorp and 

its customers by providing more stability in revenue recovery and better matching 

between price signals and actual costs.  This will enhance PacifiCorp’s ability to plan for 

and provide adequate, safe, and reliable service to its California customers and will help 

minimize its costs of capital by providing investors with more certainty and less risk. 

The Settlement Agreement is the result of arm’s length negotiations 

between two well-qualified and supported parties, and represents significant 

compromises on behalf of their respective constituents.  Moreover, the Settlement 
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Agreement will result in a substantial reduction of contested matters in the proceeding 

and will thereby save the parties considerable litigation costs.  Yet, the Settlement 

Agreement does not overstep boundaries by purporting to resolve issues in which other 

parties have taken an active interest.  In fact, PacifiCorp and DRA are the only parties 

who took active roles and expressed active positions on the revenue requirement issues.  

By enabling the Moving Parties to avoid further preparation and filing of rebuttal and 

other testimony, evidentiary hearings, and post-hearing briefing on the issues addressed 

in the Settlement Agreement, the settlement also has the benefit of facilitating and 

expediting the Commission’s review and approval of the application, saving scarce 

Commission resources for other matters. 

IV. CONCLUSION 

For the reasons stated in this motion, DRA and PacifiCorp request the 

Commission approve and accept the Settlement Agreement as reasonable in light of the 

whole record, consistent with law, and in the public interest. 
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Dated:  July 7, 2006 Respectfully submitted on behalf of the 
Moving Parties, 

Diana L. Lee, 
Attorney for Division of Ratepayer 
Advocates 

and 

GOODIN, MACBRIDE, SQUERI, 
RITCHIE & DAY, LLP 

By:  /s/ Joseph F. Wiedman  
                Joseph F. Wiedman 

Attorneys for PacifiCorp 
 

 

3219/002/X78970.v1  

























































 

CERTIFICATE OF SERVICE 

I, Peggy Bruce, certify that I have on this 7th day of July 2006 

caused a copy of the foregoing  
 

JOINT MOTION BY PACIFICORP AND DIVISION OF RATEPAYER 
ADVOCATES FOR ADOPTION OF SETTLEMENT AGREEMENT ON 

REVENUE REQUIREMENT ISSUES 
 

to be served on the parties on the attached service list via Electronic Mail and 

Hand Delivered to the parties below: 

Commissioner Geoffrey F. Brown 
California Public Utilities Commission 
State Building, 5th Floor 
505 Van Ness Avenue 
San Francisco, California  94102 
 
ALJ Michael J. Galvin 
California Public Utilities Commission 
State Building, 5th Floor 
505 Van Ness Avenue 
San Francisco, California  94102 

 

I declare under penalty of perjury that the foregoing is true and correct. 

Executed this 7th day of July 2006 at San Francisco, California. 

 

          /s/ Peggy Bruce   
Peggy Bruce 

 
 



A0511022 SERVICE LIST 

Last Update June 19, 2006 

 1.

ROGER BERLINER 

BERLINER LAW PLLC 

roger@berlinerlawpllc.com 

 

Diana L. Lee 

CALIF PUBLIC UTILITIES 

COMMISSION 

dil@cpuc.ca.gov 

 

COURTNEY M. COATES 

HANSON, BRIDGETT 

ccoates@hansonbridgett.com 

 

EDWARD G. POOLE 

ANDERSON & POOLE 

epoole@adplaw.com 

 

JOSEPH F. WIEDMAN 

GOODIN MACBRIDE 

SQUERI RITCHIE & 

DAY,LLP 

jwiedman@gmssr.com 

 

MICHAEL B. DAY 

GOODIN MACBRIDE 

SQUERI RITCHIE & DAY 

LLP 

mday@gmssr.com 

 

WILLIAM F. GRADER, JR. 

PACIFIC COAST 

FEDERATION OF 

FISHERMEN'S 

zgrader@ifrfish.org 

 

WILLIAM H. BOOTH 

LAW OFFICES OF WILLIAM 

H. BOOTH 

wbooth@booth-law.com 

 

PETER W. HANSCHEN 

MORRISON & FOERSTER, 

LLP 

phanschen@mofo.com 

 

GRETT L. HURLEY 

HOOPA VALLEY TRIBE 

 

STEVE PALMER 

U.S. DEPARTMENT OF THE 

INTERIOR 

 

KAREN NORENE MILLS 

CALIFORNIA FARM 

BUREAU FEDERATION 

kmills@cfbf.com 

 

FRANK J. DE MARCO 

SISKIYOU COUNTY 

COUNSEL 

fdemarco@co.siskiyou.ca.us 

 

S. BRADLEY VAN CLEVE 

DAVISON VAN CLEVE, PC 

mail@dvclaw.com 

 

STEVEN E. PEDERY 

OREGON NATURAL 

RESOURCES COUNCIL 

sp@onrc.org 

 

GLEN H. SPAIN 

PCFF AND IFR 

FISH1IFR@aol.com 

 

JAMES V. MCCARTHY 

OREGON NATURAL 

RESOURCES COUNCIL 

jm@onrc.org 

 

THOMAS P. SCHLOSSER 

MORISSET, SCHLOSSER, 

JOZWIAK & MCGAW 

t.schlosser@msaj.com 

 

JEFFERY K. LARSEN 

PACIFICORP 

jeff.larsen@pacificorp.com 

 

RONALD VANDERLEEDEN 

SAN DIEGO GAS & 

ELECTRIC 

rvanderleeden@semprautilities.

com 

 

MICHAEL SHAMES 

UTILITY CONSUMERS' 

ACTION NETWORK 

mshames@ucan.org 

 

JOHN CLARK 

GOODIN MACBRIDE 

SQUERI RITCHIE & DAY 

LLP 

jclark@gmssr.com 

 

RICHARD MCCANN 

M.CUBED 

rmccann@umich.edu 

 

RICHARD MCCANN, PH.D 

M. CUBED 

rmccann@umich.edu 

 

PAUL SIMMONS 

SOMACH, SIMMONS & 

DUNN 

psimmons@lawssd.com 

 

DOCUMENT CENTER 

PACIFICORP 

datarequest@pacificorp.com 

 

GREG ADDINGTON 

KLAMATH WATER USERS 

ASSOCIATION 

greg@cvcwireless.net 

 

DONALD SCHOENBECK 

RCS, INC. 

dws@r-c-s-inc.com 

 

Donald J. Lafrenz 

CALIF PUBLIC UTILITIES 

COMMISSION 

dlf@cpuc.ca.gov 

 

Laura Lei Strain 

CALIF PUBLIC UTILITIES 

COMMISSION 

lls@cpuc.ca.gov 

 

Martin G. Lyons 

CALIF PUBLIC UTILITIES 

COMMISSION 

mgl@cpuc.ca.gov 

 

Michael J. Galvin 

CALIF PUBLIC UTILITIES 

COMMISSION 

mfg@cpuc.ca.gov 

 

Robert M. Pocta 

CALIF PUBLIC UTILITIES 

COMMISSION 

rmp@cpuc.ca.gov 

 

 


	WORLDOX

